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Detroit, November 1J, 1920. 


To The Stockholders of the 

Packard Motor Car Company: 

GENERAL 

Our consolidated Balance Sheet now in your hands, shows the position of the Packard Motor Car Company 
at the close of the fiscal year, August 31, 1920. After making provision for Federal Taxes, and after setting 
aside $2,500,000 as a “reserve for possible shrinkage in value of materials and for other contingencies,” the 
net profits for the year amounted to $6,395,468.25, the largest in the history of the Company. Total sales 
for the year were $62,456,275.54, comprising: 7040 Twin Six cars, 7305 Packard “E” Model Trucks, plus 
Enclosed Bodies and Service Parts. 

Looking back over the past ten years, it is reassuring to observe the consistent and steady progress of the 
Company. Our sales have expanded from $11,624,588 in 1911 to $62,456,275, the figure I have just quoted; 
while net profits (after Taxes) over the entire period have averaged $3,786,401 a year, and have not fallen 
below 8.3 percent of sales. In fact, for the ten years our net profit has averaged 11.3 percent of sales. 
Five years ago, our total plant investment (at Factory and Branches) was equivalent to 60.7 cents for each 
dollar of sales. Now it is 35.2 cents for each dollar of sales. In other words, an increase in our output of 
300 percent has been accompanied by an increase in permanent assets of only 135 percent. 

INVENTORIES 

In considering our inventories it should be borne in mind that we are operating three separate businesses: 
The Twin Six car, with its variations of open and enclosed bodies; the Single Six car; and our Trucks, until 
now made in six sizes and complicated with a great variety of lengths of wheelbase, and through different 
equipment and special accessories adapted to the wddest possible variety of uses. A majority of the trucks 
are sold with solid tires, but there has been, until recently, a growing demand for pneumatic tire equipment 
on trucks. By reason of its ramifications and in order that Branches and Distributers may whenever possible 
have on their floors or may be able to order from the Factory for immediate delivery, any of the varieties of 
chassis and bodies that we manufacture, our inventories have always averaged higher than other companies 
catering to a more limited line, and they always will. 

Also, it has long been the Company’s policy to have available, repair parts for cars and trucks, even for 
our models ten years or more old. This service is, or ought to be greatly appreciated by our patrons, and 
it undoubtedly has played a part in the high second-hand value that our cars have enjoyed. 

Total inventories are considerably greater than in any previous year, as forecast in my report a year ago, 
wherein we said: 

“Our plans for increased production involve of course a much heavier inventory than that shown 
on August 31, (1919). This expansion is now in progress and will continue probably during the whole 
of the coming year, and it will employ the cash resources now invested in Government obligations.” 

Our factory inventory at August 31, amounting to $19,617,317.89, compares with $19,392,018.73 at the 
end of 1918, and $19,553,466.34 in 1917. 

You will note from the Balance Sheet, that at the Factory we have invested in materials, finished and in 
process, and in Service Stock, $13,472,109.39. Of this, approximately $1,200,000.00 represents the book 
value of our Service Parts inventory wdiich, in accordance with the Company’s policy, has been written dowm 
to a point considerably below its selling value. The balance consists of materials for Twin Six and Single 
Six cars, and Trucks, and includes Foundry, Forge, Raw Materials, Lumber, Fuel, and Miscellaneous Stores, 
and constitutes a supply equivalent to perhaps three month’s production of vehicles, according to the schedule 
in effect prior to our recent curtailment of output. 










Finished Motor Carriages and Trucks on hand at the factory are valued at $6,145,208.50, which equals 
approximately one-tenth of last year’s total shipments. Of the orders received by the Factory from Dis¬ 
tributers and Branches and unfilled at August 31, 1920, 1431 represented orders for vehicles actually sold 
by the Distributers or Branches, to retail customers. The cost value of vehicles to be shipped from the 
Factory to fill these customers’ orders is approximately five million dollars. 

The Service Stock, Accessories and Supplies carried at our Branches, is valued at cost, at $2,510,266.64, 
and consists of merchandise which is constantly moving. 

There has been a great increase in Branch inventories, especially in the item of finished vehicles on hand. 
But it should be noted that an increasing proportion of our distribution is through our own branches. For a 
considerable time our branch distribution covered approximately 40% of our production. I believe it is 
now nearer 50%, including export business, which this year for the first time we have made a serious effort 
to develop. Our Branches have Sales and Service stations in forty-eight principal cities within their terri¬ 
tories, and these finished vehicles and service parts are distributed throughout these forty-eight cities. 

It should be noted too, that finished vehicles at Branches include vehicles sold to customers by the Branches 
but not yet delivered, comprising 584 vehicles, in addition to approximately 200 export shipments en route 
to New York or destination, there to be accepted and paid for by foreign distributers. The value, at cost, 
of vehicles at Branches (sold and not delivered) is approximately $2,750,000. 

As forecast in the President’s report to the stockholders a year ago, the output of Twin Six cars was 
increased in February, 1920, to 750 cars a month, and a high rate of production and shipments was maintained 
in both cars and trucks, through June just past. But as early as May, your Directors, anticipating a 
recession in demand, took steps to reduce factory output; and our policy now is to parallel the sales demand. 

In stating the values of Branch inventories, all inter-company profits have been eliminated and the 
inventories are shown on the Balance Sheet at cost values. 

ACCOUNTS RECEIVABLE 

The value of Accounts Receivable, as shown by the balance-sheet, is $4,882,189.47. This sum includes 
the accounts of the Factory against its Distributers and the United States Government, for current parts 
shipments, and for vehicles shipped on a SD/BL basis, and also includes the accounts of the Company’s 
Branches against their customers for service parts, repair work and accessories. Bad accounts have been 
eliminated and a reserve is carried against those which seem doubtful. 

This item does not include any accounts of the Factory against its Branches, the vehicles or parts represented 
by the latter being included in Inventories at cost. This treatment is also given to the accounts of the Factory 
against its Export Corporation, although the vehicles involved in this inter-company accounting have been 
sold to foreign dealers by the Export Corporation, and are either in transit between the factory and port, or 
are being loaded for ocean shipment. 


NOTES RECEIVABLE 

Practically all of the notes represented by this item, amounting to $1,352,727.66, are notes given by 
branch customers for trucks sold to them on time, and are secured by the vehicles. 

CURRENT LIABILITIES 

This item, amounting to $12,432,004.57, consists of bank loans of $5,000,000, current accounts payable 
and payrolls, and reserves sufficient to absorb the liability of the Company on account of Federal and other 
taxes, royalties, etc., not yet due. 

The ratio between the current assets of the Company and its current liabilities is, as you will see, approxi¬ 
mately 334 to 1. 

We have had occasion to utilize only a portion of the borrowing power made available to us by our strong 
financial position. 













RESERVE FOR POSSIBLE SHRINKAGE IN THE VALUE OF 
MATERIALS AND FOR OTHER CONTINGENCIES 


Because of the unsettled conditions existing in the materials market, your Directors have authorized the 
establishment of a reserve of $2,500,000 as a measure of protection against declining values. 

SURPLUS 

The statement shows net profits of the Company for the year were $6,395,468.25, after making provision 
for federal taxes, and after setting aside the reserve of $2,500,000 referred to in the preceding paragraph. 

After deducting regular dividends on the preferred stock at the rate of 7%, amounting to $1,028,297.31, 
and other charges, the net earnings applicable to common stock are equivalent to 44.1% of the amount of 
common stock issued. 

The sales of the Company for the year amounted, as before stated, to $62,456,275.54, so that the net 
profits for the year, including the retail profits made by our Branches, amount to approximately 10% of this 
volume of sales. 


MANUFACTURE 

The program of manufacture adopted by the Company at the beginning of the fiscal year under review, as 
stated in the President’s report to stockholders a year ago, called for an increasing rate of production, ap¬ 
proximating, for the fiscal year, 16,000 vehicles. We manufactured 7667 cars and 7445 trucks, a total of 
15,112 vehicles. 

When the manufacturing program referred to above w r as laid down, a budget covering labor and overhead 
expenditures was adopted, and, despite adverse conditions, I am glad to report that our Manufacturing 
Division kept within the budget allowances of both labor and overhead. This was accomplished by our 
fine factory organization, through careful planning and watchfulness. 

The accomplishments of the Factory were materially aided, too, by the increased production. We were 
not so successful, I am sorry to say, in respect to material costs, which rose constantly throughout the year 
and until a very recent date. Our improved factory efficiency was more than offset by the rapid and con¬ 
tinuous rise in materials and labor. We are now beginning to get the benefit of some slight price concessions 
for materials purchased, and look hopefully forward to increasingly better conditions in this regard. 

The Twin Six, we have produced during the past five years, and it has enjoyed a constantly enhanced 
reputation. It fills a permanent place in the transportation field, and not only has it been profitable to the 
Company and to our Distributers, but it has been of inestimable value in confirming our position as successful 
designers and producers of automobiles. 

The new Packard Single Six car was brought out in August, in accordance with the plan of somewhat 
diversifying Packard products, which I discussed in my report a year ago. In spite of the difficulty exper¬ 
ienced in securing materials and equipment for the manufacture of this car, we were able to begin shipments 
at the time originally set. Up to October 31, 316 cars had been shipped. Notwithstanding the adverse 
sales situation, there is a very widespread interest in the new car. Like the Twin Six, it occupies a dis¬ 
tinctive field, and we are confident that public opinion will endorse our claims for it. It is a high-grade 
Packard-quality car, of shorter wheelbase, pleasing in appearance, and economical in maintenance and 
operation. 

The introduction of this car at a time when a widespread business depression existed has confronted us 
with a distinct sales problem, since the commercial success of the car, from the standpoint of the Factory and 
our Distributers, depends largely on our ability to market it in considerable volume. After carefully 
studying the situation, your Directors and Distributers have concluded that the permanent success of the 
car can best be attained by marketing it at a price which will permit of a satisfactory volume of production 
from the very outset. Accordingly, on November 1, the basic touring-car price was reduced from $3640 to 
$2975. This price reduction would not have been possible at this time but for the fact that the Distributers, 







Price, Waterhouse & Co. 


Detroit, November 1, 1921. 

To the Directors and Stockholders, 

Packard Motor Car Company: 

We have examined the books and accounts of the Packard Motor Car Company and its 
Subsidiary Companies, for the fiscal year ending on August 31, 1921, and certify that the 
annexed Consolidated Balance Sheet is correctly prepared therefrom. 

^ During the year only expenditures for actual additions and extensions of Properties and 
Equipment have been added to the Property Accounts, and adequate provision has been 
made for depreciation and accruing renewals. 

The Stocks of Finished Motor Carriages and Trucks and Stocks of Materials, Supplies and 
Unassembled Parts on hand are valued at or below cost, all factory or inter-company profits 
being eliminated. A physical inventory was taken at December 31, 1920, and after careful 
examination of that inventory and of the records of subsequent transactions we are satisfied 
that the inventory values as stated in the Balance Sheet are conservative. 

We have verified by actual count or by certificates obtained from the depositaries the 
cash and bank balances and securities owned, and have satisfied ourselves that full provision 
has been made for bad and doubtful Accounts Receivable and for all ascertained Liabilities. 
A Dividend on the Preferred Stock declared on August 26, 1921, and paid September 15, 
1921, is not reflected in the Balance Sheet. The amount carried forward as Deferred Charges 
to Future Operations represents items which are reasonably and properly chargeable against 
the Profits of future years. 

In accordance with the provisions under which the Company’s 7% Cumulative Preferred 
Stock was issued, there have been purchased and retired during the year 4,337 Shares of the 
outstanding Preferred Stock; and in accordance with the trust indenture relating to the issue 
of Ten-Year 8% Gold Bonds, a sum of $250,000.00 was deposited with the trustee, out of 
which sum were redeemed bonds of the par value of $146,500.00. 

Upon the above basis, WE CERTIFY that, in our opinion, the Consolidated Balance 
Sheet is properly drawn up so as to show the true financial position of the Company and its 
Subsidiary Companies as at August 31, 1921, and the results of their operations for the year 
ending on that date. 

(Signed) PRICE, WATERHOUSE & CO., 

Public Accountants. 










PACKARD MOTO 

AND SUBSIDIA 


CONSOLIDATED BALANCE SHEET 


ASSETS 


PROPERTY ACCOUNT: 

Land, Buildings, Machinery, Plant 

and Equipment, Depreciated Values at 
September 1, 1920 

Detroit 

Factory 

Branch 

Properties 

Together 

$15,862,180.12 

$ 6,126,248.57 

$21,988,428.69 

Add —Expenditures 
during the year 

1,473,939.00 

239,422.00 

1,713,361.00 

Together 

$17,336,119.12 

$ 6,365,670.57 

$23,701,789.69 

Less —Amount charged off during 
the year for Depreciation, etc. 

1,892,076.88 

213,177.80 

2,105,254.68 

Balance at August 31, 1921 

$15,444,042.24 

$ 6,152,492.77 

$21,596,535.01 


Rights, Privileges, Franchises and Inventions _ 100 

Total Property Investment $21,596,536.01 


Sinking Fund for Retirement of Gold Bonds 

Amount deposited with Trustee 

Less —Bonds Redeemed at Cost 

CURRENT ASSETS: 

Inventories at or below Cost— 

At Factory— 

Materials, Supplies, Unassembled Parts 
(Finished and in Process), 
and Service Stock 
Finished Motor Carriages 

and Trucks (Sold and Unsold) 

At Branches— 

Service Stock, Accessories 
and Supplies 

Finished Motor Carriages 

and Trucks (Sold and Unsold) 

Total Inventories 

Accounts Receivable (Net) 

Deferred Installment Notes and Bills Receivable 
Marketable Securities 

U. S. Certificates of Indebtedness $ 5,800,000.00 

Cash in Banks and on hand 4,523,715.75 

DEFERRED CHARGES TO FUTURE OPERATIONS: 

Prepaid Insurance, Taxes and Other Expenses, 

including unamortized proportion of 
Expenses of Gold Note Issue 


$ 9,173,562.23 
4,541,141.38 

$ 1,331,123.15 
6,184,618.69 


$ 250,000.00 

139,175.00 

- 110,825.00 


$13,714,703.61 


7,515,741.84 

$21,230,445.45 

3,290,993.71 

1,144,260.10 

178,123.56 

10,323,715.75 $36,167,538.57 


884,738.74 

$58,759,638.32 




































AUGUST 31, 1921 


R CAR COM PA NY 

RY COMPANIES 


CAPITAL STOCK: 

Authorized— 

7% Cumulative Preferred Stock 
200,000 Shares of $100.00 each 

Common Stock— 

3,000,000 Shares of $10.00 each 


Outstanding— 

7% Cumulative Preferred Stock— 
147,898 Shares of $100.00 each 

Common Stock— 

1,188,510 Shares of $10.00 each 


LIABILITIES 

$20,000,000.00 

30,000,000.00 

$50,000,000.00 

$14,789,800.00 

11,885,100.00 


TEN-YEAR 8% GOLD BONDS (dated April 15, 1921) 

Amount of Original Issue 

Less —Bonds Redeemed and Cancelled 

CURRENT LIABILITIES: 

Current Accounts Payable and Pay Rolls 
Accrued Interest on Bonds and Other 
Miscellaneous Liabilities not yet due 


$10,000,000.00 

146,500.00 

$ 2,188,269.72 
1,619,072.67 


RESERVE FOR CONTINGENCIES 

SURPLUS: 

Balance at September 1, 1920 $20,757,672.19 

Deduct 

Loss from Operations for the Year 
ending August 31, 1921: 

Factory $ 389,347.57 

Branches 598,018.69 

$ 987,366.26 

Reserve for Contingencies (shown above) 2,500,000.00 

Dividends Paid— 

On Preferred Stock—7% $1,049,282.50 

On Common Stock—2)^% 297,127.50 1,346,410.00 4,833,776.26 


$26,674,900.00 

9,853,500.00 

3,807,342.39 

2,500,000.00 


$15,923,895.93 


$58,759,638.32 
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anxious that the new car meet with its greatest success, volunteered to stand out of their commissions, a 
substantial portion of the reduction. At the new price, a typical Packard-quality vehicle comes within the 
reach of a very large public which has hitherto been excluded by price-considerations only, from the ownership 
of a Packard car. 

In response to the wide-spread demand for lower prices, and to prevent purchasers delaying buying in 
the hope of lower prices later on, your Directors have authorized a guarantee by this Company that the 
amount of any price reduction which may be made between September 25, 1920 and July 1, 1921 will be 
refunded to those who have taken delivery of new vehicles from us during this period. 

The truck market throughout the year and until a late date has been most satisfactory. Our shipments 
this year, 7305 trucks, were entirely for non-military purposes, and were more than double the peace- 
production of any previous year. No important changes have been introduced in the design of the well 
known E-model worm-drive Packard truck, which has been successfully used for all kinds of hauling at home 
and abroad during the past four years. 

EXPORT 

Our export business shows good progress. During the year, export sales amounted to $4,220,757.59. 
comprising 618 cars and 541 trucks, which have been shipped to Packard Distributers in 24 countries abroad, 
This business is handled through our subsidiary, Packard Motors Export Corporation, at New York. 

AIRCRAFT DEVELOPMENT 

Little progress has been made in the development of commercial aviation in the United States during the 
past year. Our diminutive aircraft facilities have become self-supporting, and, during the year, we have 
successfully executed a number of orders from the United States Government for motors and equipment. 

PLANT EXPENDITURES FOR THE YEAR 

The balance-sheet shows that there has been expended for plant additions at the factory, the sum of 
$6,982,888.97. Of this, nearly $2,000,000 was expended for machinery, the major portion of which was 
required in order to provide for a large production of the new Single Six car. A like amount has been expended 
for the new buildings referred to in the President’s report last year when we said: 

“The growth of our business and development of additional lines necessitate a rather extensive program 
of plant extensions for the coming year. Some of the improvements planned are already under way. In 
addition to the truck factory extension and Detroit retail sales facilities, we expect to enlarge our 
Foundry still further, to provide for our growing requirements of cylinders and other important parts. We 
shall replace Building No. 7, one of our few remaining one-story buildings, with a four-story building of 
standard type. We are going ahead with the erection of a much-needed and long-delayed service building 
at Chicago, and have under consideration a number of other extensions at our branches.” 

Approximately $3,000,000 has been expended for new tools during the year, one-half of this sum being 
used for Single Six tools, and the balance for additions and replacements to our Twin Six and Truck Tool 
equipment. 

There has been expended in Branch properties during the year, the sum of $2,193,811.50, which has 
provided us with an adequate and modern Salesroom and Service Station in the downtown section of this city, 
and a much-needed and complete Service Station in the city of Chicago. No further plant extensions of 
importance are under way or contemplated. 

$3,182,663.29 has been written off our plant values during the year for depreciation. In addition to 
the regular rates of depreciation, which have been applied to our machinery, equipment and building invest¬ 
ment, we have, as in the past, reduced materially the values at which our special tools are carried on the books 
of the Company. After the application of this depreciation, the complement of tools which we have for 
manufacture of Twin Six cars and our present line of trucks stands on the books of the Company at 
less than $1,000,000. 






RIGHTS, PRIVILEGES, FRANCHISES AND INVENTIONS 

Under this heading we list, at a value of $1.00, the very valuable patents which are owned by this Company, 
and the licenses which we have obtained from other Companies in return for licenses accorded them. 

The revenue received by the Company during the year, for royalties accruing under patent licenses granted 
by it, has amounted to $182,158.03—a most excellent return on the amount shown by the books as the value 
of its patent holdings. 

During the year the Company’s Patent Department filed with the United States Patent Department 96 
applications for patents, and there were issued to the Company by the Department 50 patents. This 
Company now r owns outright 454 patents and has 41 trade-marks registered in foreign countries, and, in 
addition, has 259 patent applications pending. 


FINANCIAL 

During the year, in addition to the regular preferred stock dividends, 12}^% in cash dividends was paid 
on the common stock. 

In compliance w r ith the Company’s Articles of Association, 2765 shares of preferred stock were purchased 
and retired during the year. 

After dividends, etc., $3,765,421.95 has been added to surplus, bringing the book value of the common 
stock to $27.46 a share. After preferred dividends and after setting aside the special inventory reserve to. 
which reference has been made, there w r as earned on the common stock over 44 percent during the year. 

In view of the falling-off in business, and the high money-rates prevailing, your Directors decided not to 
proceed with the new financing discussed at the special stockholders’ meeting, held on May 24, 1920, until 
it shall be more immediately needed. Instead, we determined to postpone or curtail the plans we had for 
increased production, and to thereby minimize our capital requirements, which naturally fluctuate more or 
less directly with the volume of production. 

You undoubtedly recall that we proposed, last spring, to declare a stock dividend out of our large surplus, 
and you authorized your Directors to carry out that plan. Almost immediately after we proposed this a bill 
w'as introduced in Congress proposing very heavy taxation of stock dividends. In view of the uncertainty 
thereby created your Directors thought it inadvisable to declare a stock dividend at that time. 

While it w ould be idle to attempt to forecast the immediate future in the unprecedented conditions existing 
at the present time, we have every reason to hope for a restoration of normal conditions by next spring, and 
look forward with confidence to a continuation of the excellent business which the Packard Company has 
enjoyed since its inception. We have the product, the facilities, the plant, and a splendid factory and 
distributing organization. 

ACKNOWLEDGMENT 

The Directors and Management take this opportunity to express their appreciation of the unfailing 
loyalty and co-operation of all Packard executives and employes throughout the year. 


By order of the Board of Directors. 


President. 
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